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GENERAL FUND RESOURCESSUMMARY

The General Fund is the City of Houston’s largest operating fund. With total resources of $1 .507 billion
budgeted in FY2003, this fund relies heavily on various forms of revenue to finance its operations. As
illustrated below, approximately sixty-seven percent of the total resources in the General Fund are from
property and sales taxes.
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FISCAL YEAR 2003 BUDGET

The composition of the FY2003 GeneralFund resourcesis listed below:

The graphbelowprovidesafour-yearcomparisonof the City’s resourcesin millions of dollars.
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The FY2002 Estimateand the FY2003 Budget amounts in the chart above include increasesfor two
extraordinaryfactors,the grossrevenuesof the SpecialPurposeannexations(10.0million), andthe increased
costof PoliceProtectionprovidedtotheAirports ($2.9million).

Table I below providesthe FY2003 GeneralFund revenueestimatein the categoriesthat have become
traditional.As shown,the total revenueis expectedto be$1.429 billion, or $49,573million (3.59%)greaterthan
the projectedFY2002 revenue.

TableI

FY2003RevenueEstimates
Compared with FY2002 Projections

Projected Revenue($ThousandsI

Item
GeneralPropertyTaxes
IndustrialAssessments
SalesTax
Electric Franchise
TelephoneFranchise
GasFranchise
OtherFranchise
LicensesandPermits
Intergovernmental
Chargesfor Services
Direct Interfund Services
Indirect InterfundServices
Municipal Courts FinesandForfeitures
OtherFinesand Forfeits
Interest
Miscellaneous/Other
Totals

FY2002
624,438

16,260
341,733

85,751
57,771
13,474
12,012
12,821
20,115
32,189
66,226
14,010
36,352
2,626
8,225

35,337
1,379,340

FY2003
654,070

16,000
361,087

78,200
58,458
13,550
9,812

13,106
10,468
33,532
84,457
15,373
44,940
2,397
8,500

24,963
1,428,913

Increase
29,632

(260)
19,354
(7,551)

687
76

(2,200)
285

(9,647)
1,343

18,231
1,363
8,588

(229)
275

(10,374)
49,573
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1,500.000

1.500.000 1i~4o 1,428.9-la----

1,200,000

900,000

600,000

300,000

Year

FY2001 A~teal FY2002 Es5ra~e P52003 Badgat

11-6



-FISCAL YEAR 2003 BUDGET-

Table II providestherevenueestimatefor eachdistinct revenuesourcethatis expectedto produceat least$3
million in FY2003.The remainderof this documentdescribesthe projectionlogic that hasbeenusedfor each
of theseitems.

Table II
RevenueEstimatesfor

RevenueSourcesover $3 Million

Projected Revenue($ Thousands)

Item FY2002
624,438

FY2003
654,070

Increase
29,632Property Tax

SalesTax 341,733 361,087 19,354
Electric Franchise 85,751 78,200 (7,551)
TelephoneFranchise 57,771 58,458 687
InterfundPoliceProtection 25,690 29,554 3,864
Traffic Violations 21,586 26,880 5,294
lnterfundEngineeringServices 21,635 24,085 2,450
AmbulanceFees 17,300 18,400 1,100
IndustrialAssessments 16,260 16,000 (260)
IndirectCostRecovery 14,010 15,373 1,363
LicensesandPermits 12,821 13,106 285
GasFranchiseFees 13,474 13,550 76
Miscellaneous/Other— OtherThan

OperatingTransfers 15,337 12,008 (3,329)
Municipal CourtsFines& Forfeitures

OtherthanMoving & ParkingViolations 9,838 10,866 1,028
InterfundFire Protection 8,988 10,727 1,739
InterfundConcrete/OverlayReimbursement 4,191 14,347 10,156
Direct InterfundOtherthanEngineering,

Fire, Police,Concrete/Overlay 5,721 5,883 162
CableTV FranchiseFees 10,800 8,600 (2,200)
Interest 8,225 8,500 275
Mixed BeverageTax 7,583 8,000 417
Chargesfor ServicesOtherthan

Ambulance,PlathngFees,
andParkingFees 8,047 7,859 (188)

ParkingViolations 4,929 7,194 2,265
Platting Fees 4,169 3,811 (358)
ParkingFees 2,673 3,463 790
TransferfromALP 20,000 0 (20,000)
METRO Funding 10,000 0 (10,000)
Additional New FundingSources 0 12,955 12,955
All OtherRevenue 6,370 5,937 (433)

Totals 1,379,340 1,428,913 49,573
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Taxes

Pro~ertvTaxes

Generalpropertytaxesaread valoremtaxeslevied on the assessedvaluationof real and personalproperty.
Taxablevaluesfor all real andpersonalpropertywithin the City areestablishedby the Harris CountyAppraisal
District (H CAD), basedupon marketvaluesasof January1. City Councilthenapprovesexemptionssuchas
homestead,over65, disabledandFreeportfrom taxation and setsatax ratewithin the limitations setby state
law. The currenttaxratefor theCity of Houstonis 65.5 centsper$100 of assessedvaluation.

HCAD notifies taxpayersandtaxingjurisdictionsof thesevaluesin April andMayof eachyear. Taxpayersmay
protestthesevaluesor the exemptionstatusof their property. Hearingsof appealsare largely concludedby
October,andtheChiefAppraiserof HCAD certifiestheCity’s tax roll once95 percentof the roll is completed.

City Council thensetsatax rate,andbills aresentto taxpayers,usuallyby earlyNovember. Paymentis due
by January31 of the nextcalendaryear. Taxesnot paidby that datearedelinquentandaresubjectto aseven
percentlate fee, which increases2 percentper month until June30. If an accountis certified by the Chief
Appraisersothattaxesarenot billed beforeJanuary10,the taxpayerhasat least21 days,or until the endof
the following month,to paywithout incurring late fees. Taxpayerswhowish to appealvaluessetby HCAD in
statecourt maydo so if theypaytaxeson theuncontestedvalue.

Occasionally,taxesareoverpaidasthe resultof errorsin appraisal.The City refundssuchpaymentsbased
upon instructionsfrom HCAD or the statecourtsanddocumentationsuppliedby thetaxpayers.Theserefunds
aretreatedasexpendituresin the GeneralGovernmentbudget.Fluctuationsin collectionsreflect changesin
assessedpropertyvalues,collectionefforts, andtaxratechanges.

The propertytaxrevenueestimateof $654.07million is derivedfrom an HCAD projectionprovidedto the City in
earlyJune.Thetax baseto be certified in Augustwasestimatedto be$101.2 billion, or approximately4.94%
higherthanthe FY 2002 taxbase. This amountis netof the increasedsenior/disabledexemption,whichwas
increasedfrom $34,006to $40,000. This is projectedto exemptan additional $393 million in taxablevalue
from the tax rolls, reducingrevenueby approximately$2.5 million. The senior/disabledexemptionwas also
approvedto beincreasedby 10% in eachof thefive subsequentfiscal years.

The FinanceandAdministration Departmentappliedan assumed65.5 centtaxrateto thistax base,alongwith
a 97.1% collection ratio and assumptionsfor prior yeartaxescollected($26 million) andTIRZ paymentsdue
($15.4million), to arriveatarevenueestimateof $654.07million.

This revenueis approximately4.74%higherthantheestimatedFY 2002 revenueof $624million. This year-to-
yearrevenuegrowth is significantly lessthanthe 8.48%revenuegrowth experiencedbetweenFY 2001 andFY
2002.

On thefollowing pageis agraphshowingtheten-yearhistory of appraisedpropertyvaluesin Houston,with the
$101.2estimateshownfor FY 2003.
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I RealProperty 0PersonalProperty

CITY OF HOUSTON APPRAISED VALUE
($ Millions)

Real PersonalTotal
Fiscal Year Tax Year Property Property Value
1994 1993 48,448 15,523 63,971
1995 1994 48,367 15,546 63,913
1996 1995 52,132 13,021 65,153
1997 1996 52,304 13,724 66,028
1998 1997 54,997 14,611 69,608
1999 1998 58,276 15,768 74,044
2000 1999 64,149 16,200 80,349
2001 2000 70,859 16,956 87,815
2002 2001 76,721 19,711 96,432*
2003 2002 82,754 18,446 101,200

*Haffls CountyAppraisalDistrict Estimate

SalesTax

Generalsalesand usetaxesare imposedupon the saleor consumptionof certaingoodsandservicesatthe
point of sale. In the City of Houston,a $.0825salesand usetax is applied for everydollar of sales. The
Metropolitan TransitAuthority (METRO) receives$.01, and the Stateof Texas receives$.0625. The State
Comptrollerremitsa$.01 shareto theCity, afterwithholding a2%servicecharge.

APPRAISED VALUE
FYI 994- FY2003

$ Billions

11-9



FISCAL YEAR 2003 BUDGET

Due to the favorableeconomicconditionsin Houston,salestax hasbecomean importantfactor in the City’s
overall revenuestream. However, due to its economicallysensitivenature, salestax reactsquickly with
changesin the economy. This fact hasbeento the City’s benefit in the last few yearsasthe economyhas
improved, but can lead to a stagnantrevenuesourceif the local economycools. In calculatingthe FY2003
budget, historical data was analyzed, factoring economicconditions which may impact actual revenues
received. In addition, the effect of current laws which exemptcertaingoodsand servicesfrom taxation are
incorporatedinto thisanalysisandareusedto modify projectionsaccordingly.

Large fluctuationsin salestax causedthe City Council to retain an outsideeconomistto makepredictions,
beginning in FY200I. Dr. BartonSmith hasprovidedan extensionof his analysisfor FY2003,which indicates
thatsalestaxwill grow 3.98%,to anestimated$354.634million.

However, Dr. Smith indicatedthatamargin for errorof + or - 1.5%was appropriatearoundhisprojection. This
rangeis shownbelow:

Growth RevenueProjection

Low 2.48% 349,531

3.98% 354,634

5.48% 359,763

The FY2003 Budgetincludessalestax revenueof $361.087 million which is Dr. Smith’s mid-point estimate,
less1%for conservatism,plus $10 million for severalLimited Purposeannexations,which arenot includedin
Dr. Smith’s calculations. Of this, half ($5 million) will bebudgetedin GeneralGovernmentasan expenditureto
the MUD districts involved. The graph below providesa seven-yearcomparisonof the City’s SalesTax
revenue.

IndustrialAssessments

The City of Houstonhasfifteenyear Industrial District ContractAgreementswith 100 plus companiesthat are
locatedwithin the HoustonETJ. An ad valorem assessedvaluationfee, ata reducedpercentageof total, is
calculatedand billed annuallyto eachof thosecompaniesin lieu of the propertybeingannexedandsubjectto
City of Houstonpropertytaxes.The fifth taxyearcontractfeesscheduledfor billing andcollection in FY2002
will approximate$16.3 million. Industrial District Assessmentsare basedon current year property values
providedby HCAD. Theseprojectionsmaychangeafterreceiptof the propertyvalueinformationreceivedfrom
HCAD. Theseare contractualrevenues,with the current agreementsup for renegotiationsin 2012. The
FY2003 Budgetincludesadecreaseto approximately$16.0million. The currentdecreaseis linkedto reduced
inventoriesandclosedfacilities. This revenuesourcecanbe expectedto continueagradualdecreaseoverthe
remaininayearsof theacireements.
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FranchiseFees

Franchisefees are imposed on the privilege of using public property for private purposes. Franchise
agreementshavebeengrantedto numerousenterprisesincluding ReliantEnergyHoustonLighting and Power
Co. (HL&P), Entex, SouthwesternBell, severalcable television firms, and others. Changesin franchise
revenuedependon manyfactorsincluding economicfluctuations, ratecharges,customerusage, franchise
agreementchangesandlegislativeactions.

Electric Franchise

Electric franchisefeesarepaid to the City for the right to conductan electriclight and powerbusinessandto
usethe City rights-of-wayfor that business.Thesefeesarepaid quarterlyin November,February,May, and
August,of eachyear, basedon an amountoverthe baseyearfee (1998) timesthe ratio of KWH usageto the
1998 usage.Thatfactor is .0026838$ /KWH sold andwill remainin placein thefuture. For example,if usage
in 2002 is 8% higher thanit was in 1998,the City’s franchisefee will be 8% greaterthanwhat we receivedin
1998.

This is a changefrom previousyearsdue to de-regulationwhich occurredJanuary1, 2002. Prior to de-
regulation,franchisefeeswerebasedon 4 percentof the grossreceiptsof the previousquarter. Oneunique
consequenceof this changeis the “decoupling”of ourrevenueandexpense,which havealwaysmovedin the
samedirection,andthereforeproduceda more “forgiving prediction” environment. Conceivably,if fuel costs
increase,andusagedecreases,wecouldfacehigherexpenditures,while revenuesdecrease.

Reliant Energywas asked to estimatethe FranchiseFeethat would be collected during FY2003. Their
estimateof KWH usageis from a low of 28 billion KWH to a high of 29.1 billion KWH. This translatesinto a
range of revenueof $75.2 million to $78.2 million. For the FY2003 Budget, revenuesof $76.7 million are
projected,which is the midpoint of the estimaterange. The franchisefee billed the enterprisefunds is
projectedasan additional$1.5million, for atotalElectricFranchiseFeeprojectionof $78.2million.

GasFranchise

The Gas Franchisefee is paid in exchangefor Entex’soperationof a natural gasdistribution businessin the
public rights-of-way. Thesefeesarepaid quarterlyin October,January,April, andJuly and are basedon a
percentageof grossreceiptsof 4 percentforsmallconsumersand.32 percentfor largeconsumers.

Gas franchisefee revenueequals4% of grosssaleswithin the City. Gas ratesare regulatedby the Texas
RailroadCommission,and rate adjustmentsoccurtwice a year. Theserateadjustmentsare for a6 month
period.The adjustmentcurrently in effect is for February2002 throughJuly 2002,andis 23.556centsfor each
100cubic feet of gasused.(The factorfor the sameperiodin 2001 was60.89cents).Thisadjustmentreflects
the decreasein costof naturalgasafter thespikein naturalgaspricesfor the endof calendaryear2000.

Due to the extremevolatility of natural gasprices, and the inability to predict priceswith anycertainty, the
FY2003 budgetis at the averageof the last 3 years,which is conservativecomparedto the price spike in
FY200I.The graphbelow providesaseven-yearcomparisonof theCity’s NaturalGasFranchiseFeerevenue.

Natural Gas FranchiseFees
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TelephoneFranchise

The telephonefranchisefee is determinedby applyinga fixed rateto the numberof accesslines. Until June
2000,theonly providerwasSouthwesternBell. Now, afterHBI777 openedthe marketfor local phoneservice,
thereareapproximately75 companiespayingtelephonefranchisefeesto theCity. SouthwesternBell’s portion
is about85%. The fixed rates are: residential$1.53; non-residential$5.18; and point-to-point$14.74 per
accessline. Sincederegulation,it appearsthatsomerevenuesarebeing lostdueto: newtechnology/services,
marketconditions,exclusionof DSL andotherhigh-capacitylines, andunexplainedmigrationof accesslines.
Theseissuesarecurrentlybeing reviewedby the PUC. They mayallow cities to increasethe fixed ratesto
recoupthe lost revenues,but it is not certainat this time. Due to this uncertainty, the FY2003 Budget for
TelephoneFranchiserevenuesis at $58.5million which is substantiallybelowthe historical growth rate. The
graphbelowprovidesaseven-yearcomparisonof the City’s TelephoneFranchiseFeerevenue.

CableTV FranchiseFees

CableTV franchisefeesare paid by 7 different cable providers.The rate rangesfrom 3% to 5% of gross
revenue.Since1993, the City hasbeenrenewingtheexpiringagreementsat 5%, themaximumallowedby the
FCC, The projectionfor FY2003of $8.6 million is lowerthanthe FY2002 estimateby $2.2million, dueto aone-
time settlementof $1.7million, anda recentFCC ruling that cablemodem(internet)connectionsarenot cable
services,andarenot subjecttothecablefranchisefee. This ruling is currentlybeingappealed.

InterfundPoliceProtection

HPD providespoliceservicefor the Airport. Airport Policewas reassignedwith HPD to initiate this process.
Aviation is an EnterpriseFundandthereforepaysHPD for thisservice. Theoriginal contractis an agreedupon
billing process,negotiatedby the prior Chief of Police, the Mayor andAviation. The original amountplus any
increaseor decreasewouldbe calculatedonto this original contractamount.TheFY2003 projectionof $29.554
million is 15.04%abovethe FY2002 projectionof $25.69million dueto increasedcoverageafter the eventsof
September11,2001.

Traffic Violations

Revenuesfrom traffic violationsarefeescollectedfrom personsfor traffic infractionsthatinvolve the operation
of avehicle. This includesall traffic paidcases.The FY2003 projectionfor moving violations is $26.9million,
an increaseof $5.3 million over the FY2002 estimateof $21.6 million. FY2003 was projectedwith a 24.5%
increaseoverthe FY2002estimate.This recognizesthe creationof a newtraffic enforcementdivision, a group
of 30 officerswho will enhancepublic safetyby enforcingexistingtraffic laws within the city, aswell asnew and
aggressivecollection techniques. The FY2003 projection alsoassumesannualtraffic ticketsof 840,000,up
22.6%from FY2002 estimateof 685,011;amaximum dismissalrateof 50%; andthat the collectionprogram
performsator abovethe FY2000level of $10.4million.

Telephone Franchise Fees
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Thegraphbelowprovidesaten-yearcomparisonof theCity’s Traffic Violations revenue.

InterfundEngineeringServices

InterfundEngineeringServicesis the recoveryof the costsincurredwhenthe DesignandConstructionstaff of
Public Works andBuilding Servicesperformservicesfor CIP projects.Thesesalariesare recoveredfrom CIP
bond funds. An increaseof $2.45 million is projectedin FY2003. This revenuesourceis matchedby an
expenditurein oneof thetwo departmentsthatprovidesuchservices.

Accordingly, any prediction error in revenueswill be offset by a correspondingchange in projected
expenditures.

AmbulanceFees

Chapter4 of the City Codeprovidesfor the establishmentof, andguidelinesfor, a citywide ambulanceservice.
The baseandvariablefee structure,aswell asthe Fire Departmentand FinanceandAdministration (F&A)
responsibilities,are addressedunder Section 4.13. FM has been chargedwith the billing and collection
servicesresultingfrom the transportdataprovided by the Fire Department.FM haschosento contractout
theseservicesto a privatevendor. Thecontractwasheldby Lockheed-MartinIMS until ACS StateandLocal
Solutions(ACS) acquiredthe IMS division of Lockheed-Martinin late2001.The contractdefinesthe scopeof
services,rulesandprocedures,theincrementalcontingencyfee, andcontractorpaymentprovisions.

The current contractoption expireson July 15, 2002 andFM will askCity Council for an extensionof this
contractuntil October15, 2002 to allow sufficienttimeto negotiatethe awardof a newcontract. A Requestfor
Proposals(RFP)was issuedin thefall of 2001 andit is anticipatedthatanewcontractwill beawardedbefore
October,2002. TheCity hasthe rightto terminatethe contractby giving thirty daynotice.

Net collections to the City decreasedduring the transitional period to ACS. As a result, the company
implementeda revenuerecoveryplan that is on trackto yield the desiredresultsbeforethe endof FY2002.
Additionally, ACS successfullyimplementedtwo newprograms,1) atelephonecollectioneffort to separateout
the “unable” customerfrom the “unwilling” customerand, 2) a new programto offer delinquentcustomersan
automatic$49a month paymentplan. Both programsshowpromiseto increasetheself-paycollection rate.

The grossoverall collectionratedroppedfrom 41% in FY200I to approximately33% in FY2002 primarily due
to the rate increaseadoptedat the beginning of FY2002. And, it will drop again in FY2003 if the newly
proposedrateincreaseis implemented. This is becauseMedicareandMedicaidrepresentapproximately30%
of all billings and they both pay a fixed fee. The maximum gross potential collection rate dropsfor both
Medicareand Medicaidasthe basefee increases.This is alsotemperedby the fact that both Medicareand
Medicaidrequireproofof medicalnecessitybeforetheywill authorizepayment. As such,the grosscollection
rateis not a reliableperformancemeasurementtool sincethe City doesnot control whatMedicareor Medicaid
will pay per billing. The collection rate dilemma is also complicatedby the fact that Medicare issuednew
requirementseffectiveApril, 2002 requiring additionaldocumentationto prove medicalnecessity.Thesenew
requirementscould negativelyimpactthecollection ratein FY2003aswell.

Traffic Violations
(S millions)

Year
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Additionally, the overall grosscollectionrateis impactedby the fact thatapproximately10% of the “self-pay”
group pay. Efforts are underway to increasethis to 15% or better. The “self-pay” group is composedof
uninsuredindividualswho arenot coveredby Medicare,Medicaid or PrivateInsuranceandit representsabout
44% of all billings. This proportion is high comparedto the generalpopulationwho do not havesomeform of
insurance,but accordingto the Fire Department,the uninsuredpopulationaremore likely to utilize emergency
servicesfor medicalcarethanthe insured. Regardlessof this, the vendorcommitsconsiderableresourcesto
collecting “self-pay” accounts,mailing over 300,000 collection notices annuallyand placing approximately
10,000telephonecalls a month to unpaidaccounts. The vendoracceptsall majorcredit cardsand will work
out anyreasonablepaymentplanarrangementto helpcitizenspaytheir bill.

The FY2003 projectionof $18.4million is higherthanthe FY2002 estimateby $1.1 million, dueto theone-time
Medicareaudit adjustmentin FY2002. This doesnot include a rate increase,which would generatean
estimated$3.7 million in new revenuein FY2003 if transportvolume maintainsexpectedlevels. The revenue
associatedwith the rateincreaseis budgetedin miscellaneousrevenues.

Indirect CostRecovery

Indirect lnterfund revenueis arepresentationof therecoveryof thecentralservicecostprovidedto otherfunds
by theGeneralFund.Theseamountsaredeterminedthroughthepreparationof an annualcostallocationplan,
whichdistributesadministrativeoverheadcoststo GeneralFundoperatingdepartmentsandto otherfunds.For
the FiscalYear2003, theproposedplan calls for costrecoveriestotaling $15,373million, anincreaseof $1.363
million in indirect interfundrevenuefrom the FY2002 estimateof $14.01 million. The increaseis mainly dueto
FY2000expendituresbeingchargedto Water& Sewerin error,whichwerecorrectedin FY2002.

Licensesand Permits

The LicensesandPermitscategorycontainssuchitemsatburglaralarms,specialfire, andmanyotherpermits.
With no expectedreal growth on the horizon, theserevenuesare projectedto be generallyflat. The FY2002
estimateis $12.821 million, while the projectionfor FY2003 is $13.106million, an increaseof only $285
thousand.Thegraphbelowprovidesaseven-yearcomparisonof theCity’s Licenses& Permitsrevenues.

Miscellaneous/Other- OtherThanOperatingTransfer

This revenueis beingprojectedat$15.337million for FY2002 and$12.008million for FY2003. This includesa
decreaseof $1.1 million dueto lower projectionsfor saleof streetsand saleof land,aswell as lower streetand
bridge assessments,miscellaneousrevenues,andrecoveriesandrefunds.

The City is entitledto 5%of the incrementalpropertytax revenueup to $25,000perTIRZ asa reimbursement
for administrativecosts incurred by the City on behalfof the TIRZ. In FY2003, the City will be receiving
$350,000for FY2003. In addition, a miscellaneousrevenueof $4.1 million hasbeenprojectedto accountfor
water and wastewaterreimbursementto the General Fund for infrastructure purchasedwith property tax
revenuethroughtheTIRZ financingmechanism.
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Municipal CourtsFinesandForfeituresOtherthanMoving andParkingViolations

Delinquentcollection of Municipal Court Fines and Forfeituresis now largely privatized. It is projectedto
increase10.44%,from $9.838 million in FY2002 to $10.866million for FY2003, due to increasesof ticket
issuance,anddecreasingdismissalrates.The newcollectionprocessis expectedto increasecollectionsin the
future, whichcould leadto additional increasesin this revenuesource.

InterfundFire Protection

This revenueis for fire protectionprovidedby the Fire Departmentto the Aviation Department.It includesthe
actual costsfor salaries,workerscompensation,pension,and other direct expenses.The service provided
includes114positionsfor 4 shifts ata1.21 manningfactor, alongwith the salaryof theAirport Coordinatorand
theTrainingCoordinator.The FY2002estimateof $8.988million is atbudget,while the projectionfor FY2003 is
for $10.727 million, an increaseof $1,739million, mainly to cover increasesin salary and benefitsof the
existingcoverage,andenhancedprotectionattheairports.

InterfundConcrete/OverlayReimbursement

This revenueis for concreterepair($4.3million) andoverlay($10 million), which will bebilled to variousCIP
projects.

Direct lnterfundOtherthanEngineering.Fire. Police,Concrete/Overlay

Theserevenuesare paymentsreceived for servicesperformedby the General Fund for other funds. An
increaseof only$162 thousandis projectedin FY2003overthe FY2002 estimateof $5.721 million.

Interest

The City aggressivelyinvestssurplusbalancesand retainsthe earningsin the GeneralFund.The amountof
suchearningsdependson thebalanceavailable,the generallevel of interestrates,andthe investmentpolicies
(tolerancefor risk, needfor liquidity, etc.) chosen. TheFY2003 projectionof $8.5million is calculatedusingan
estimatedinterestrateof 5.1%,while FY2002 uses5%. This is dueto expectedinterestrateincreases.

Mixed BeverageTax

By law, all mixed beverageandprivateclub permitholdersremitto the StateComptrollera 14% grossreceipts
tax on their mixed beveragesaleseachmonth. Following theend of eachcalendarquarter,10.7143%of the
tax paid is allocatedto the county where each businessis located. For any businesslocatedwithin an
incorporatedcity, another10.7143%of thetax paid is allocatedto the city whereit is located.The remaining
tax is distributedtothe State’sGeneralRevenueFund.Mixed BeverageTax allocationamountsaredependent
upon thetiming andaccuracyof taxpayer’sreturnsandpayments,but generallyrepresenttaxesremittedto the
Comptroller’sOffice duringthe calendarquarterimmediatelyprecedingthe monththeallocationis distributed.

The Mixed BeverageTax revenuehasgrown by an averageof 9.52%from FYi 999to FY2002 (est).The last4
quarters actual growth has been 6.81%, but the projectedgrowth for FY02 is 5.95%. For the FY2003
projection,a 6% growth is assumed,giving us a projection of $8.0 million for FY2003, an increaseof $417
thousand.

On the following page is a graph showing the seven-yearcomparisonof the City’s Mixed BeverageTax
revenue.
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Mixed BeverageTaxes

Chargesfor ServicesOtherthanAmbulance,Platting Fees,andParkingFees

The City performsmany servicesfor others.The recipient of theseservicesmay be the citizens or various
groupsthat operatein Houston.Examplesof the servicesare: miscellaneouscopyfees, public safety report
fees,vendingmachineconcessions,vehiclestorage,hazardousmaterialresponse,andmanyothers.The City
chargesnominal feesfor theseservices.Manyof theserevenuesgenerallyhavelittle or no growth from one
yearto the next,therefore,the only wayin whichtheywouldshow improvementwould bein theeventof afee
increase. For FY2003, revenuesof $7.859 million are projected,a decreaseof $188 thousandover the
FY2002 estimateof $8.047million.

ParkingViolations

Theseare fees collectedfrom parking violations, including all parking paid cases.The FY2003 budgetfor
parking violations is $7.194million; $2.265million more than the FY2002 estimateof $4.929million. The
assumptionsare6,000meteredspaces;a dismissalrateof 50%; andthatthecollectionprogramperformsator
abovethe FYI 998 to FY2000 level. Generally, parking violation revenuesaverage50% of coin revenue
downtown,and25%of coinrevenuein otherareas.

ParkingFees

This revenuecomesfrom both parking metersand city parking lot usage,excluding those owned by the
Convention& EntertainmentDepartment. Downtownconstructionhasreducedthe numberof parkingmeters
used, but with the increasedpresenceof parking enforcementofficers, which thus far has led to more
courtroomcases,and introduction of the new meters in FY2002, use of metersand parking lots should
increase.

The FY2003 projectionof $3.463million is $790thousandhigherthanthe FY2002estimateof $2.673million,
primarily from newandreplacementmeters.

Additional FundingSources

This revenueis comprisedof 2 components:newfees,andincreasedexistingfees. The newfeesarefor fire
alarm permits,extrasolid wastecapacity,andawastehaulerfranchisefee, totaling $8 million. The increased
existingfeesarefor Healthfees,Policeand Fire fees,andAmbulancefees,totaling$5 million.
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Other Categories

The smaller revenuesourceswere generallypredictedby the appropriatedepartmentsor weretrendedby

FM. Thesesmallerrevenuesarebeing projectedat$5.9 million for FY2003.

A detailed listing of GeneralFund revenuesby categoryare presentedon the following pages,showingthe
FY200I Actual, FY2002 BudgetandEstimate,andthe FY2003 Budgetamounts.
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